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U.S. OBTAINS $44 M LLI ON FORFEI TURE ORDER
AGAI NST CONVI CTED HOTELI ER MONTY D. HUNDLEY

DAVID N. KELLEY, the United States Attorney for the
Southern District of New York, announced that a prelimnary order
of forfeiture was entered agai nst MONTY D. HUNDLEY i n the anount of
$44, 711,947 Friday as a result of his February 3, 2004 conviction
for masterm nding a schene that defrauded a dozen creditors out of
nearly $100 mllion dollars. The forfeiture order was entered by
United States District Judge LORETTA A. PRESKA, who al so presided
over HUNDLEY's three-nonth jury trial.
HUNDLEY was one of two principals of Toll mn-Hundl ey
Hotel s, a group of conpanies that, at its peak, owned, nanaged, and
oper at ed nore t han one hundred hotel s t hroughout the United States.
HUNDLEY was al so one of the fornmer owners of Days Inn of America,
t he parent conpany of the Days Inn hotel chain. Al so convicted for
their roles in the scheme were three fornmer senior executives of
Tol | man- Hundl ey Hotels, Executive Vice President and General
Counsel SANFORD FREEDMAN, Chief Financial O ficer JAVES CUTLER, and
Vice President of Finance HOMRD ZUKERVAN. HUNDLEY' s busi ness

partner and al | eged co-conspirator, STANLEY TOLLMAN, is a fugitive.



According to the Indictnent and t he evi dence presented at
trial, throughout the 1980s and 1990s, HUNDLEY and TOLLMAN built a
series of conpanies that owned and managed nore than 100 hotels.
The growt h of those conpani es cane about | argely through borrow ng
hundreds of mllions of dollars fromand through various financi al
institutions, including Chem cal Bank, National Westm nster Bank,
First National Bank of Chicago, Marine Mdland, and Security
Pacific (now Bank of America)(“the Defrauded Financi al
Institutions”). HUNDLEY and TOLLMAN personal | y guarant eed nany of
t hese | oans.

In the early 1990s, many of their hotel properties failed
to repay these |oans, and, following a restructuring, HUNDLEY and
TOLLMAN si gned defi ci ency notes nmaki ng t hensel ves personally |iable
totheir creditors, includingthe Defrauded Fi nancial Institutions,
for approximtely $100 mllion.

According to the evidence at trial, at around the sane
time, HUNDLEY and TOLLMAN sold Days Inn of America to Hospitality
Franchi se Systens (“HFS’), the predecessor of Cendant. In
connection with that sale, HUNDLEY and TOLLMAN entered into an
earnout agreenent with HFS, entitling thempersonally to nore than
a mllion shares of HFS stock under certain circunstances.
Pursuant to that agreenent, between 1993 and 1995 HUNDLEY and
TOLLMAN recei ved and sol d nore than a hundred mllion dollars worth

of HFS st ock.



Rat her than use the proceeds of the HFS stock sale to
repay their creditors in full, the evidence at trial showed that
HUNDLEY and TOLLMAN, with the assistance of FREEDVAN, CUTLER and
ZUKERMAN i nstead acconplished massive fraud. The conspirators
fal sely represented to HUNDLEY and TOLLMAN s creditors that HUNDLEY
and TOLLMAN | acked the neans to repay their debts, and duped the
creditors into selling those debts, at a steep discount, to
purportedly unrelated third parties who, the evidence showed, were
in fact shamentities controll ed and funded by HUNDLEY and TOLLMAN.

To convince the banks that TOLLMAN and HUNDLEY were
broke, the evidence at trial showed that the defendants made
various false oral and witten statenments to the banks, including
provi ding the banks with financial statenents and schedul es which
omtted nunerous substantial assets of HUNDLEY and TOLLMAN
including the $100 mllion fromthe sale of HFS stock; TOLLMAN s
multimllion dollar hones in Pal mBeach, Florida, 485 Park Avenue
in Manhattan, New Preston, Connecticut, and London, Engl and;
HUNDLEY's nultimllion dollar hone in Bedford, New York; and
TOLLMAN and HUNDLEY' s ownership interests in various businesses
they controlled, including Al pha Hospitality, a publicly traded
gam ng conpany.

To convince the banks that the purported third parties
offering to purchase the debts were real, the evidence at tria

showed, HUNDLEY and TOLLMAN, with the assistance of FREEDVAN
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CUTLER, and ZUKERMAN, falsely represented to the Defrauded
Financial Institutions that they had found a group of *“European
investors” wlling to purchase the debt from the Defrauded
Financial Institutions, at a steep discount (typically 10% of the
face val ue of the debt). HUNDLEY and TOLLMAN t hereafter identified
two companies that they controlled - Paternoster Holdings, and
Chel sea Acquisitions Inc. - as the conpanies through which these
unnamed European investors purportedly would purchase the debt.
The evidence at trial showed there were no European investors;
i nstead, Paternoster and Chel sea were straw entities controlled by
HUNDLEY and TOLLMAN, and Pat er nost er and Chel sea purchased t he debt
largely with the proceeds of the sale of HFS stock that HUNDLEY
and TOLLMAN had hidden from their creditors. In certain
transacti ons, HUNDLEY, TOLLMAN, FREEDVAN, CUTLER, and ZUKERVAN
enlisted a New York businessman, JAMES COHEN, to pose as the
representative of the "European investors" supposedly financing
Pat ernoster and Chelsea, and pretend to negotiate wth the
Defrauded Financial |Institutions on their behalf. In truth,
HUNDLEY and TOLLMAN, directly and through FREEDVAN and ZUKERMAN
dictated to COHEN, their co-conspirator, his negotiating positions.

The evidence also showed that HUNDLEY, TOLLMAN, and
FREEDVAN al | egedl y arranged for business associ ates of TOLLMAN and
famly relations of TOLLMAN who did not share TOLLMAN s | ast nane

to sign contracts and ot her docunments for Paternoster and Chel sea.
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In many of the contracts, the famly relations expressly
represented, falsely, that Paternoster and Chelsea were truly
separate entities, not controlled or beneficially owed by HUNDLEY
and TOLLMAN. In certain transactions, HUNDLEY and TOLLMAN
t henmsel ves al so specifically represented, fal sely, that they had no
financial interest in Paternoster and Chel sea, or that they were
not fundi ng Paternoster's purchase of their debt.

The evidence at trial established that between 1993 and
1996, the conspirators persuaded the Defrauded Financial
Institutions and certain other creditors to sell nore than $100
mllion in TOLLMAN and HUNDLEY' s personal debt to Paternoster and
Chel sea for less than $10 nilli on.

The forfeiture order entered Friday by Judge PRESKA
represented the anmount of the proceeds of the fraud to the extent
the fraud was directed at banks, as opposed to other creditors.

Judge PRESKA also entered a prelimnary order of
forfeiture against MONTY D. HUNDLEY's 50% interest in Bryanston
Goup, Inc., a hotel managenent conpany that is part of the
Tol | man- Hundl ey hotel operation.

At trial, the jury also convicted defendant FREEDVAN of
perjury, and defendants HUNDLEY and CUTLER of participating in a
separate, decade-long conspiracy to defraud the I RS by causing t he
Tol | man/ Hundl ey conpanies to fail to report to the IRS nore than

$29 mllion in conpensation paid to a dozen Toll man/ Hundl ey



enpl oyees during the 1990s. The jury also convicted HUNDLEY of
numer ous personal tax charges involving mllions of dollars in
unpai d taxes, and def endant CUTLER of tax evasion invol ving tens of
t housands of dollars.

BRETT TOLLMAN, the son of the fugitive STANLEY TOLLMAN
pled guilty on Septenmber 5, 2003, to participating in the
conspiracy not to report to the RS the true conpensation paid to
Tol | man/ Hundl ey executives and enployees and to a separate tax
evasi on schene involving mllions of dollars ininconme not reported
to the IRS earned fromthe TOLLMAN fam |y conmpany Traf al gar Tours.
On March 12, 2004, Judge PRESKA sentenced BRETT TOLLMAN principally
to 33 nonths’ inprisonnment; a $50,000 fine; and $3.5 mllion in
restitution to the United States.

According to docunents filed in court:

HUNDLEY, 60, lives in Wndenere, Florida.

FREEDVAN, 67, lives in Riverdale, New York.

CUTLER, 53, lives in Las Vegas, Nevada.

ZUKERMAN, 57, lives in Syosset, New York.

The sentencings are scheduled as follows before Judge

PRESKA:
Def endant Sentencing Date and Ti ne
HUNDLEY Novenber 8, 2004 at 4:00 p.m
FREEDVAN Novenber 10, 2004 at 4:00 p.m
CUTLER Novenber 12, 2004 at 4:00 p. m




Def endant Sentencing Date and Ti ne
ZUKERVAN Novenber 12, 2004 at 9:00 a.m

STANLEY TOLLMAN, the business partner of HUNDLEY, is a
fugitive on the bank fraud and tax fraud charges. BEATRI CE
TOLLMAN, Stanley’s wife and the nother of BRETT TOLLMAN, is also a
fugitive on charges relating to her active participationin the tax
f raud.

M . KELLEY prai sed the outstanding i nvestigative work of
both the Internal Revenue Service and the Federal Bureau of
| nvestigation, and noted that the investigation is continuing.

Assi stant United States Attorneys PETER G NEI MAN, JUSTI N
S. WEDDLE, STANLEY J. OKULA, JR, JOHN P. COLLINS, JR , and BARBARA
WARD are in charge of the prosecution.
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